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ance in the countries where it begins to be used as Money, but, as we have already seen, forces are at work which distribute the Gold in due proportion over all countries which make use of a Gold Standard and Currency. When the adjustment of Prices has been completed business will go on as before. What happens in such a case is analogous to what occurs when a large quantity of water is suddenly poured into a hike. There is a great disturbance and a higher water level at the point of entry, but natural forces quickly distribute the water all over the lake and raise its general level.
When it is said that a rise in Prices due to an increase in the Quantity of Money does not increase the real wealth of the world, the statement must be understood to be limited by the condition that the corresponding adjustments of Prices and fixed money payments have been fully carried out throughout the commercial, industrial, and financial world. Until that is the case an increase or decrease in Prices due to mi increase or decrease in the Quantity of Money may, indirectly, have important economic effects as I shall endeavour to show hereafter.
As I have already said, I do not propose to repeat the arguments in support of the Quantity Theory of Money; they are available to the student in other works and I could add nothing to what has already been said on the subject,